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(2) Reduction for portion of deprecia-
tion deduction taken for the taxable
year in which the facility was com-
pleted:

(a) $10,000 depreciation deduc-
tion taken for last 6 months of
1970 including $2,000 for ad-
ditional first year depreciation
under section 179 ................... $10,000

(b) Multiplied by the amount in
line (1) and divided by the
total cost of the facility
($360,000/ $400,000) .............. 0.9 $9,000

(3) Subtotal ............................................................ $351,000
(4) Modification for profitmaking

abatement works: Multiply line (3)
by estimated profits through waste
recovery ($80,000) and divide by
the adjusted basis for determining
gain of the facility ($400,000).

(5) Reduction ......................................................... $70,200

(6) Subtotal ............................................................ $280,800
(7) Modification for period referred to in para-

graph (a)(6) of § 1.169–2 exceeding 15 years:
Multiply by 15 years and divide by such period
(determined in accordance with paragraph (d)
of this section) (20 years) .................................. 0.75

(8) Amortizable basis ............................................. $210,600

Example (2). Assume the same facts as in
example (1) except that the facility is used in
connection with a number of separate plants
some of which were in operation before Janu-
ary 1, 1969, that the Federal certifying au-
thority certifies that 80 percent of the capac-
ity of the facility is allocable to the plants
which were in operation before such date,
and that all of the waste recovery is allo-
cable to the portion of the facility used in
connection with the plants in operation be-
fore January 1, 1969. The amortizable basis of
such facility, for purposes of computing the
amortization deduction as of January 1, 1971,
is $157,950 computed as follows:

(1) Adjusted basis for purposes of determining
gain: Multiply percent certified as allocable to
plants in operation before January 1, 1969 (80
percent) by cost of entire facility ($400,000) ..... $320,000

(2) Portion of adjusted basis for determining gain
attributable to post-1968 construction, recon-
struction, or rection: Multiply line (1) by portion
of total cost of facility attributable to post-1968
construction, reconstruction, or erection
($360,000) and divide by the total cost of the
facility ($400,000) ............................................... $288,000

(3) Reduction for portion of depreciation deduc-
tion taken for the taxable year in which the fa-
cility was completed:

(a) $10,000 depreciation deduc-
tion taken for last 6 months of
1970 including $2,000 for ad-
ditional first year depreciation
under section 170 ................... $10,000

(b) Multiplied by the amount in
line (2) and divided by the
total cost of the facility
($288,000/$400,000) ............... 0.72 $7,200

(4) Subtotal ............................................................ $280,800

(5) Modification for profitmaking abatement
works; Multiply line (4) by estimated profits
through waste recovery ($80,000) and divide
by the amount in line (1) ($320,000).

(6) Reduction ......................................................... $70,200

(7) Subtotal ............................................................ $210,600
(8) Modification for period referred to in para-

graph (a)(6) of § 1.169–2 exceeding 15 years:
Multiply by 15 years and divide by such period
(determined in accordance with paragraph (d)
of this section) (20 years) .................................. 0.75

(9) Amortizable basis ............................................. $157,950

(f) Additions or improvements. (1) If
after the completion or acquisition of a
certified pollution control facility fur-
ther expenditures are made for addi-
tional construction, reconstruction, or
improvements, the cost of such addi-
tions or improvements made prior to
the beginning of the amortization pe-
riod shall increase the amortizable
basis of such facility, but the cost of
additions or improvements made after
the amortization period has begun,
shall not increase the amortizable
basis. See section 169(f)(2)(B).

(2) If expenditures for such additional
construction, reconstruction, or im-
provements result in a facility which is
new and is separately certified as a cer-
tified pollution control facility as de-
fined in section 169(d)(1) and paragraph
(a) of § 1.169–2, and, if proper election is
made, such expenditures shall be taken
into account in computing under para-
graph (a) of this section the amortiz-
able basis of such new and separately
certified pollution control facility.

[T.D. 7116, 36 FR 9015, May 18, 1971; 36 FR
9770, May 28, 1971]

§ 1.169–4 Time and manner of making
elections.

(a) Election of amortization—(1) In gen-
eral. Under section 169(b), an election
by the taxpayer to take an amortiza-
tion deduction with respect to a cer-
tified pollution control facility and to
begin the 60-month amortization period
(either with the month following the
month in which the facility is com-
pleted or acquired, or with the first
month of the taxable year succeeding
the taxable year in which such facility
is completed or acquired) shall be made
by a statement to that effect attached
to its return for the taxable year in
which falls the first month of the 60-
month amortization period so elected.
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Such statement shall include the fol-
lowing information (if not otherwise
included in the documents referred to
in subdivision (ix) of this subpara-
graph):

(i) A description clearly identifying
each certified pollution control facility
for which an amortization deduction is
claimed;

(ii) The date on which such facility
was completed or acquired (see para-
graph (b)(2)(iii) of § 1.169–2);

(iii) The period referred to in para-
graph (a)(6) of § 1.169–2 for the facility
as of the date the property is placed in
service;

(iv) The date as of which the amorti-
zation period is to begin;

(v) The date the plant or other prop-
erty to which the facility is connected
began operating (see paragraph (a)(5) of
§ 1.169–2);

(vi) The total costs and expenditures
paid or incurred in the acquisition,
construction, and installation of such
facility;

(vii) A description of any wastes
which the facility will recover during
the course of its operation, and a rea-
sonable estimate of the profits which
will be realized by the sale of such
wastes whether pollutants or other-
wise, over the period referred to in
paragraph (a)(6) of § 1.169–2 as to the fa-
cility. Such estimate shall include a
schedule setting forth a detailed com-
putation illustrating how the estimate
was arrived at including every element
prescribed in the definition of esti-
mated profits in paragraph (d)(2) of
§ 1.169–2;

(viii) A computation showing the am-
ortizable basis (as defined in § 1.169–3)
of the facility as of the first month for
which the amortization deduction pro-
vided for by section 169(a) is elected;
and

(ix)(a) A statement that the facility
has been certified by the Federal certi-
fying authority, together with a copy
of such certification, and a copy of the
application for certification which was
filed with and approved by the Federal
certifying authority or (b), if the facil-
ity has not been certified by the Fed-
eral certifying authority, a statement
that application has been made to the
proper State certifying authority (see
paragraph (c)(2) of § 1.169–2) together

with a copy of such application and
(except in the case of an election to
which subparagraph (4) of this para-
graph applies) a copy of the application
filed or to be filed with the Federal cer-
tifying authority.
If subdivision (ix)(b) of this subpara-
graph applies, within 90 days after re-
ceipt by the taxpayer, the certification
from the Federal certifying authority
shall be filed by the taxpayer with the
district director, or with the director
of the internal revenue service center,
with whom the return referred to in
this subparagraph was filed.

(2) Special rule. If the return for the
taxable year in which falls the first
month of the 60-month amortization
period to be elected is filed before No-
vember 16, 1971, without making the
election for such year, then on or be-
fore December 31, 1971 (or if there is no
State certifying authority in existence
on November 16, 1971, on or before the
90th day after such authority is estab-
lished), the election may be made by a
statement attached to an amended in-
come tax return for the taxable year in
which falls the first month of the 60-
month amortization period so elected.
Amended income tax returns or claims
for credit or refund must also be filed
at this time for other taxable years
which are within the amortization pe-
riod and which are subsequent to the
taxable year for which the election is
made. Nothing in this paragraph
should be construed as extending the
time specified in section 6511 within
which a claim for credit or refund may
be filed.

(3) Other requirements and consider-
ations. No method of making the elec-
tion provided for in section 169(a) other
than that prescribed in this section
shall be permitted on or after May 18,
1971. A taxpayer which does not elect
in the manner prescribed in this sec-
tion to take amortization deductions
with respect to a certified pollution
control facility shall not be entitled to
such deductions. In the case of a tax-
payer which elects prior to May 18,
1971, the statement required by sub-
paragraph (1) of this paragraph shall be
attached to its income tax return for
either its taxable year in which Decem-
ber 31, 1971, occurs or its taxable year
preceding such year.
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(4) Elections filed before February 29,
1972. If a statement of election required
by subparagraph (1) of this paragraph
is attached to a return (including an
amended return referred to in subpara-
graph (2) of this paragraph) filed before
February 29, 1972, such statement of
election need not include a copy of the
Federal application to be filed with the
Federal certifying authority but a copy
of such application must be filed no
later than February 29, 1972, by the
taxpayer with the district director, or
with the director of the internal rev-
enue service center, with whom the re-
turn or amended return referred to in
this subparagraph was filed.

(b) Election to discontinue or revoke
amortization—(1) Election to discontinue.
An election to discontinue the amorti-
zation deduction provided by section
169(c) and paragraph (a)(1) of § 1.169–1
shall be made by a statement in writ-
ing filed with the district director, or
with the director of the internal rev-
enue service center, with whom the re-
turn of the taxpayer is required to be
filed for its taxable year in which falls
the first month for which the election
terminates. Such statement shall
specify the month as of the beginning
of which the taxpayer elects to dis-
continue such deductions. Unless the
election to discontinue amortization is
one to which subparagraph (2) of this
paragraph applies, such statement
shall be filed before the beginning of
the month specified therein. In addi-
tion, such statement shall contain a
description clearly identifying the cer-
tified pollution control facility with
respect to which the taxpayer elects to
discontinue the amortization deduc-
tion, and, if a certification has pre-
viously been issued, a copy of the cer-

tification by the Federal certifying au-
thority. If at the time of such election
a certification has not been issued (or
if one has been issued it has not been
filed as provided in paragraph (a)(1) of
this section), the taxpayer shall file,
with respect to any taxable year or
years for which a deduction under sec-
tion 169 has been taken, a copy of such
certification within 90 days after re-
ceipt thereof. For purposes of this
paragraph, notification to the Sec-
retary or his delegate from the Federal
certifying authority that the facility
no longer meets the requirements
under which certification was origi-
nally granted by the State or Federal
certifying authority shall have the
same effect as a notice from the tax-
payer electing to terminate amortiza-
tion as of the month following the
month such facility ceased functioning
in accordance with such requirements.

(2) Revocation of elections made prior to
May 18, 1971. If on or before May 18,
1971, an election under section 169(a)
has been made, such election may be
revoked (see paragraph (a)(1) of § 1.169–
1) by filing on or before August 16, 1971,
a statement of revocation of an elec-
tion under section 169(a) in accordance
with the requirements in subparagraph
(1) of this paragraph for filing a notice
to discontinue an election. If such elec-
tion to revoke is for a period which
falls within one or more taxable years
for which an income tax return has
been filed, amended income tax returns
shall be filed for any such taxable
years in which deductions were taken
under section 169 on or before August
16, 1971.

[T.D. 7116, 36 FR 9016, May 18, 1971, as amend-
ed by T.D. 7135, 36 FR 14183, July 31, 1971; 36
FR 24995, Dec. 28, 1971]
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